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LGIP Investors Quarterly
Meeting and Conference Call
July 25,2007
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Welcome LGIP Customers!

AGENDA 7-25-0i7

e \arket and Economic OVErVIEW

o | GIP Products Offered/Periormance
o |[PAS

e \\/epsite

e Update on Vionthly: Statements

e @ and A and suggestions




Economic Outlook

Arizona & United States
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Interest Rate
& Yield Curve

Outlook
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Inverted Yield Curve
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Expected Outcomes of the Fed Rate on 12H147
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Expected Outcomes of the Fed Rate on 124107
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Expected Quicomes of the Fed Rarte on 124107
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Our Investment Philesephy

SAFETY

before

LIQUIDITY

before

YIELD
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lLocal Government Investment Pools — Benefils

e No contracts to negotiate. Accounts are opened with
an executed governing body resolution.

e Funds are managed from the viewpoint of public
entities for public entities.

e Multiple accounts can be established to meet your
accounting and investing needs.

e This service is provided at a much lower cost than
other options.
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lLocal Government Investment Pools — Benefils

e State operating funds participate in LGIP pools to
provide greater liquidity and yield for all participants.

e Professionally managed by a team of educated,
experienced public investment officers and
investment support professionals.

e Separate Compliance, Accounting and Portfolio
Management functions ensures our dedication to
meeting your objectives.

e Bound by the Arizona Revised Statutes and the
oversight of the State Board of Investment.

.'.
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Assets Under VManagement
(market value)

June 2007 - $12.17 Billion

Endowment ,
$2,447,000,000

AZ State Gov. ,
$5,663,000,000

LGIP,
$4,065,000,000

HON. DEAN MARTIN, TREASURER Pg 34  QFFICE OF THE ARIZONA STATE TREASURER




ot .
f >
“" '

l'reasurer's Performance

Operating Revenue to the State of Arizona
and LGIP Clients

Earnings Distributed for June

$50,918,538

($23 million for local governments)
($2.9 million for the Endowment)

Fiscal Year to Date

$484,148,689

($140.3 million for local governments)

($35.6 million for the Endowment)
_. .;‘:_.’_.,.%_ﬁ T F | - - ‘ N B ‘
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Eixed Income

Short llerm

({ QQ PJHJQ{J Description: Vion ey market type fund tha‘ maximizes your cash
management efficiencies witih aisaie and reliable seurce of

as o1 6/30/0i7 liquidity from the fund's portfolio of government and investment-
grade domestic securities. Viaximumi weighted average
maturity (WAM) Is 240iaays

e current income and maintain

- 4 J 'l (‘ ~ - \ r
AdaVvsS (\\ aiahtec Objective: Provide a
aays j/JJJ“"‘I AS NAV) through balancing participa

d stable $1.00 Net
set Value ( nt

[
liguidity needs

average With' proper asset allocation.

latuin EY) Strategy: Pool 5 will continue to hold a diversified mix of high
guality' assets n achieving competitive: market yields whnile
IocUSING on ca oJL,J presernvation.

INAV = $1.00
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®» FIXed Income

» Long lkerm

» $27.6 Milien
as o1 6/50/07
» Duration; 1.42

pating
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Pool 500 (LGIP Long-Term) Merrill 1-5 US DM Index
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Eixed Income

Snort rerm

p2 Blllion as of;
0/00/07
WANMI—49.55

days (weighted
average maturity)

NAV = $1.00

(INet Asset Value)
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Eixed Income

NGO Palane
P11 6/30/07
Puration target
Vierriird=-5" US
lfreasurnes
Inaex
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Local Government Investment Pools —
Diversification

e Diversification policy dictates:

No more than 5% of any pool can be in a
single issuer (including subsidiaries).

A pool cannot own more than 5% of a single
iIssuer (including subsidiaries).

e Diversification monitored in real-time.

e Verified by Investment Accounting Dept.
Compliance Officer.
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Local Government Investment Pools —

Credit Analysis

Aspen Funding Corporation

Closing Date: Structure Summary

October 3, 1997, amended Rating: Prime-1

August 2003 and September Securities: Asset-backed commercial paper (ABCP)

2004 Program Type: Fully supported, primarily a securities arbitrage ABCF program
Authorized Amount: $9 billion

Analyst: Administrator: Deutsche Bank AG, New York Branch (Aa3/Prime-1/B-)
Assets: 1)Receivables which are either secured loan agreements

Wanda Lee or are purchased under repurchase agreements (" Type
Associate Analyst One” assets); or

(212) 553-3804 2)Securities rated at least Aa2 ("Type Two" assets)

Wanda.Lee@moodys.com 3)Securities rated Aaa and not covered by the surety bond
policy ("Eligible Unwrapped Assets”)

Contacts: Equity Owner: Amacar Investments, LLC

Jonathan Polansky Placement Agent: Deutsche Bank Securities Inc.

Managing Director Issuing and Paying Agent: Deutsche Bank Trust Company Americas (A1/Prime-1/C)

(212) 553-1657 Securities Act Exemption: Section 4(2)

Jonathan. Polansky@mooodys.com sSellers

e Voeody's Online Credit Sernvice provides ASTO
traders/analyst with direct access, io) Vioedy/'s
ieseareh stafi/products; real-time emalil alerts.
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New Software Coming!

Portfolio Order Management System
(POMS) Benefits:

Real Time Compliance, and improved
investment safety & security

Analytics & Reporting

Increased Operational Efficiencies
--"""TPT *_ i
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POMS BENEFITS
(Portfolio Order Management System

e Real-time Safety & Compliance:

Pre-trade and post-trade compliance flags
prevent trades from executing that are outside
of investment policy or state statutes.

Automates investment policy parameters.
Improves transparency/audit trails.

Additional layer of security for Disaster
Recovery.

Reduces possibilities for collusion or rogue
trading.
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POMS BENEFITS
(Portfolio Order Management System

e Analytics/Reporting:
o Enhances performance attribution| reports;

o Pre-trade “WWhat I scenario analysis; greatly.
enhanced.

o Improves concentration risk assessments.

» Enhances real-time cash flow! forecasting.

o Impreves duratien/\WAN targeting capabilities.

o Provides custom benchmark capablilities;

o 150+ canned reportsi te dissect poritielies:

o Better Information & Infermation Vianagement which
will impreve decision=making|/ yields:

v F* o | =
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POMS BENEFITS
(Portfolio Order Management System

e Operational Efficiencies:
o ImMproves tracking o' competing pId/offers.
e Impreves, trade execution/erder routing

o Streamlines settiement/lback ofiice operations.
(Straight=Threugh Processing S1P)

o Impreves, aceuracy/uniformity of trade input
ProceSS/Portiolio INVENtOrY. iEPOrLS.

o Reduces; stafil: hours required Lo process

trades.
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New Position Funded:
Internal Auditor

e Legislature Approved Budget Request to establish an
Internal Auditor position.

e Internal Auditor will provide daily internal auditing of the
three accounting divisions in the Treasurer’s office.
Daily monitoring of investments to ensure compliance with law
and policy.
Internal auditing of Banking, Administrative Services, and
Investment Accounting Divisions.

Including organization and procedural studies in work systems;
examination of organizational structure, management methods,
processes and procedures.

Reviews will also examine operational manuals to determine
effectiveness and conformance to standards, regulations or
laws.

e Currently Interviewing.
> __w"' } 2 %_
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Online Banking

IPAS
(Intermnet Participant Aceess System)

e Allows Direct Fund Access
e Review statement or fund history on-line
e Deposit additional funds

e Create current-day and future-day
withdrawals

e Create inter-fund transfers

W'_.i_;: o L N gt L5 =T R s B
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Online Banking:
Security

e System
o |IPAS on|separate senver
o All'systeminteractions utilize secured trust
o No sensitive information stored en primary: site

e User
o Unigue User Credentials
o) Granular authorization
» View enly user options available

® Session

e SSL - Encrypted
o imed=-Out
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Online Banking:
User' Setup

e Online accessi considered separate
® Separate Account Setup
o Separate User Authorization

e \/arious levels of user autherization
o \View-only Authorzation
o Deposit Authority
o Withdrawall Authority.

o Inter-Eund Trranster

Requires Withdrawal Authority on “from™ fund and Deposit
Authority'en “te™ fund

o 1
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Powered by

Office of the
Arizona State Treasurer

:' Welcome to the Arizona Treasury

Please enter your User llame and Password to log on.

[ —
‘Fasswurd: “:l

ENTER EXIT

| <3 Main Menu - Select Service - Microsoft Internet Explorer,

File Edit View Favorites Tools Help

! @Back @ -\-) @ @ {h pSearch *Favorites @ Bv .i_!\;

| Address @ https:/{172.16.10.5/AZ/mainmenu. jsp v| Go

Links **

Powered by

Office of the
Arizona State Treasurer S

| Withdrawal | interfund Transfer | Account Statement | Logoff Help | Back to Main Page

Please make a selection from the above choeices.

Thankyau far using the Arizana Treasury Internet Padicipant Access Systern (IPAS). Your available features are:

Investments Held Account Statement
Reports the Investments held inyour account. Frovides a statement of account which reports transaction
activity, running invested halances and earned income
Deposit infarmation. Staternents can be generated and printed for any
Initiate a deposit into your specified investment pool date range.
account. Please refer to the confirmation nurmber when
making inquiries Logoff
Logs user out from IPAS system.
Withdrawal
Initiate a withdrawal from your specified investment pool
account. Please refer to the confirmation nurmber when
rnaking inguiries.

Interfund Transfer
Transfer funds between your investment poal accounts.
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23 https:4/172.16.10.5 - QED INFORMATION SYSTEMS STATEMENT OF ACCOUNT - Microsoft Internet Explorer

CITY OF SAN DIEGO/9102 (51170)
STATEMENT OF ACCOUNT

---- Account Period ---
9/01/05 through 4,21/06
--- Account Type ---
Q2 TEST FUND

Current-Pool-Yield: Yield-360-Basis:

Prior Earnings Accrued Beginning Balance 4,496,949.10
Current Period Earnings Deposits 37,772,937.30
Withdrawals 35,910,751.00

Total Accumulated

N Reinvested Income
Earnings

Earnings Received

Outstanding Earned
Income

‘ DATE ACTMITY AMOUNT BALANCE

90105 Forward Balance 4 49694910
9/01405 Deposit 8,177.98 4,505,127.08
901005 Withdrawal 101,101.00 4. 404 026.08
/02045 Withdrawal 68,000.00 4, 336,026.08
9090045 Withdrawal 1,008,000.00 3,328 026.08
9713005 Withdrawal 44 000.00 3,284 026.08
9115045 Wiithdrawal 5245,000.00 2,758,026.08
9522105 With draweal 58,000.00 2,701,026.08
97290045 Wiithdrawal 1,900,500.00 200,526.08
10/01/05 Deposit 1,925.18 802,451.26
10/09/04 Deposit 460,000.00 1,262 451.26

Ending Balance 6,359,135.40

é ﬂ Inkernet
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File Edit View Favorites Took Help W

@Eack © J @ @ :’h pSearch ‘?‘)\?Favorites @ B- E; ﬁ_h‘jl © |_J ﬁ 'ﬂ

Address |@ https:if172,16,10,5/AZimainmenu. jsp V| Go Links **
Powered by
Office of the R
A D
Arizona State Treasurer
‘ Investments Helel | Deposit | Withdrawal ‘ Interfund Transfer | Account Statement | Logoff | ) Help | Back to Main Page

Deposit

1. select the fund to receive the deposit

Fund ID |Fund Description

9101 CITY OF SAN DIEGD

2. Selectthe account from which to contribute

| Acct D [Acct Description

“3101 Bank Account of Record vl

3. Selectthe type of pool unit for this transaction:

Unit Description

(3700 UNITS FOOL-700 3101 |

4. Enter the effective date and the total amount of the deposit. The cutoff time for same-day deposits
is 10:00 Ah. After that tirme, they can be added for the next business day or later.

Deposit Amount:

ENTER

a Done ° Internet




Opening up. the Office
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New: & Improved Website

W azireasur/.qoy.

2l Dffice of the Arizona State Treasurer - Microsoft Internet Explorer

File

Edit  Wiew Favorites Tools  Help

eBack - \,_,)I @ @ \_h pSearch {?Favnrites @ Difj{" h:;,- |y_";| h _J ﬁ 'ﬁ

Address |@ btk ! e, aztreasury  govw findes, html V‘ Go | Lirks *

Guc_rgle |Gv | G0 n@ E‘ - 'ii? Boaokmarks - QZbluckEd "'.?Check * iy Aukolink - » @SettinQSv '@ =

7 Office of the Arizona State Treasurer

Banking Services Investment Services Endowment Services Distribwutions

Aboutlls Welcome to the Office of the Arizona State Treasurer Contact:
Banking Services -
- (B02ZHH07500
Investment Services The State Treasurer serves as the Chief Financial Officer for the State of Arizona, | Toll Free:
Endowment Services overseeing mare than $12 hillion in assets under management. As a statewide  |1.877-365-8310
LGIP constitutional officer, third in line of succession to the Governaor, the Treasurer is  |Fax
Services responsible far the prudent custody and management of your tax dollars. (502) 542-7 176
Forms Email:
In the Hews The State Treasurer is the trustee and manages $2.3 billion of investments for the  |[infei@aztreasury.gov
Employment Arizona State Land Endowment Trust. There are 13 different investment pools for the
External Links endowment; the largest is the Public Commaon School Fund benefiting education. Upcoming Meetings
Contact Us Millions of dallars each year are distributed directly to classrooms around Arizana as a
result af aur investments. To read more about how the Treasurer and the State Lang  |Board of Investment
) ,.a-i.',tﬁ?gi,‘j-x\‘ Trust help education funding, click here. T;Stl_":gth 10:30am
' The State Treasurer also provides investment services to local governments (counties,
X cities, towns, ete). Local governments may use the State Treasurer as an investment  Local Government
= f N hanl Bv nnnlinn their denncite with the Stata af Aricona we wiaeld hinkheaer retnivbe for binth Investment




Revenue Sharing Distributions

23 Arizona State Treasurers Office Revenue Distributions - Microsoft Internet Explorer

File Edik Wiei Fawarites Tools Help

Back ~ | ® al & J Search % 7 Favorites - =, : =[] -~ _ 2
) €| P ¢ 2B
Address @ http: v, aztreasury gov) h Vl GO Links **

Google ||G|v ~ | Go o 52 By ~ % Bookmarks= Bz blocked 3P Check = & -

Office of the Arizona State Treasurer

i Updated Daily

Revenue Distributions
Choose any optional criteria and then click the Search button.

Geodraphical Lacation Fecipient Distributian S h
Mohawve County vl | Mohawve County Treasurer v| | County Excise Tax earC

FIiZ006 A tg [3r312007 y

County = Mohave County, Recipient = Mohave County Treasurer, Distributor = County Excise Tax, Period = 7/1/2006 to 3312007

9 Results Found Date

County / Recipient | Distribution Period Amount Exception Total
Mohave County

Mohave County Treasurer (C}

County Excise Tax H
TI28r2006 FETT 164 22 FETT 164 22 Locatlon

8/25/2006 £700,397 63 §700,397 .63
10/4/2008 $EEG,191 66 $EEE,191 66
10/27/2006 $E75,693.67 $675,893.67
11/28/2006 FET1,620.91 FET1,680.91 ..
1202712006 FE25,556.41 FE25,556.41 ReCIplent
1425/2007 $E02, 796,56 $E02, 79686

2426/2007 $EE9,634.45 $E09,834.45
3420/2007 $596,030.54 $5E6,930.54

Grand Totals $5,006_455.35 $5,006.455.35

B T s B Distribution Type

@ http: v, azbreasury  gowfinde:, html _ﬂ Internet




Non State De

&1 hitp:/www.aztreasury.gov/forms/TRE101A. pdf - Microsoft Internet Explorer

O I ]
File Edit GoTo Favorites Help

OBack -J B @ {h pSearch \','Un:\'g"Favorites @ Bv .‘{;‘.’. E |_J ﬁ ..‘ﬁ nOWl,
#ddress |@ hktp:f fwaww, aztreasury.gov Forms  TRE101 4. pdf

BBk i¢eicem= Pal T
Please fill out the Following form. You cannok save data byped into this Form, T
Please print your completed Form if you would ke a copy For your records, E IR S

can fill

ARIZONA STATE TREASURER
1700 West Washington, Phoenix, Arizona 85007-2812

(602) 604-7800 FAX: (602) 542-7176 0) Ut yO Ul

STATE REMITTANCE REPORT

REPORT PERIOD Prepared By: N O n —

DATE: Title:

DEPOSITOR CODE # Phone No.: S ta te

Depositor Name:
Address: negative amounts are not to be used on this form D - t
(contact this Office for guidance regarding the handling of negative entries) e p O S I S

DESCRIPTION STATUTE (ARS#)  AMOUNT DESCRIPTION =~ STATUTE(ARS#  AMOUNT O n I i n e
_—

FINES & FEES FINES & FEES (continued)

Confidential Inter Fund 08-133;12-284D; Dept of Law - Crim. Cases  41-2411E4
12-284.03A8 FARE General Services Fee

Juvenile Fanuly Counseling 08-263C FARE Delinquent Fee

Victim's Rights-Tuvemle 8-413; 41-191.08 FARE Special Collections Fes

AHCCCS 11292 FARE Installment Fee

JCEF-Filing Fees 12-284.03A7; 22-281CL; JCEF - Diversion Fee 12-113H




Back to School Cash

K-12 Education Endowment Distributions

e FY (S Distributions BE. ﬂ
$70.5 million (est) EEl 0

e 51,430 per full time
teacher / classroom
(48,935 full-time teachers)

Source: National Center for Education Statistics

ey -

2, o o, leiilh RS
o - “E - 4 15
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Back to School Cash

e FY 08 Distrbutions
$70.5 million e=t)

e EYOI7 $32.4 million

e [hat's a 117.6%

Inerease in fiunding
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Back to School Cash

e Dollars Deposited
directly to each
charter sehool, and
Intoer each school
district's, bank
acecount at'the
County Treasurer’'s
office

e [Deposited inte the
Classroom Site Eund

N, e s, O R M — PR
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Classroom Site Fund

Into the Classroom Site
Eund based on
constitutional fermula.

e On a per student basis.

e Classroom Site Fund
Revenue Soukces
o Endowment
e Prop 301 Sales Tfaxes

e State Tirust ILand rental
Proceeds

e Endowment distriputions 4? e

T gy e ivn ]
i i et Gimattirs
)
L u
|
X

i
R
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Classroom Site Fund

e Classroom Site Eund =
Vionies are
constitutionally,
protected

e Non-Supplanting
Language Incluaed |
o Additienall Funding

Cannot be supplanted \
Py the legisiature
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Classroom Site Fund

e Classroom Site' Fund —— e
Monies can be spent sg=g [ T

® Class Size Reduction ""
o Teacher Pay Raises . '

e lleacher firaining
e AIMS Assistance

o Dropout Prevention
Programs
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Key: Staiii Contacts

Dale Stomberg — Investment Accounting Manager
DaleS@aztreasury.gov 602-604-7830

Michelle Brooks — LGIP Administrative Supervisor — Sets up new
LGIP accounts and can answer questions on LGIP accounts
MichelleB@aztreasury.gov 602-604-7829

Kaly Cabrera — LGIP Administrative Assistant — Records LGIP
deposit/withdrawal transactions via phone, email or IPAS
KalyC@aztreasury.gov 602-604-7832 or 7831

Lorraine Jones — Distribution Accounting Manager — Manages all
monthly distributions for political subdivisions
LorraineJ@aztreasury.gov 602- 604-7818

ig)
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Additional Stafir Contacts

e Tim White - Chief Investment Officer

TimW@aztreasury.gov 602-604-7837
e Chris Petkiewicz — Portfolio Manager

ChrisP@aztreasury.gov 602-604-7839
e Patty Humbert — Portfolio Manager 602-604-7841

PattyH@aztreasury.gov

e Christine Halvorson — Investor Relations
ChristineH@aztreasury.gov 602-604-7881

e Kimberly Yee — Government Relations
KYee@aztreasury.gov 602-604-7882

e Kilint Tegland — Deputy Treasurer Operations
KlintT@aztreasury.gov 602-604-7816

e Mark Swenson — Deputy Treasurer Strategic Planning and Research
MarkS@aztreasury.qov 602-604-7884
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mank You!

We Appreciate Your Businessil!
Next Vieeting/Call:
Octeber 24, 2007 1:30pm
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